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Wall Financial Corporation was formed as a public company in 1969. The Company ts focused on the 
development, acquisition and management of residential income producing properties, the development and 
sale of single and multi-family housing, the development and management of hotel properties and 
investments in bonds and marketable securities. Over 95% of the Company’s activities are concentrated in 
Greater Vancouver. The total Company portfolio as at May 31, 2001 contains 1,524 rental residential 


units and 865 hotel rooms. 


5 Year Comparison 


Years ended January 31 


2001 2000 1999 1998 1997 
Income Statement 
Revenue and other income $86,379,288 $101 ,897,120 $7257 152 $71,007,793 $46,610,240 
Cost of sales and expenses 80,862,581 105,463,255 64,552,001 45,641,956 36,219,815 
Earnings before income taxes 5,616,707 (3,566,135) 8,025,751 25,365,837 10,390,425 
Net income (loss) 4,548,390 (5,339,803) 7,545,742 18,052,041 7,495,815 
Earnings per share $0.14 ($0.16) $0.22 $0.54 $0.22 
Earnings before depreciation, 
interest & income taxes 14,769,260 5,636,463 18,002,545 37,116,748 25,175,348 
Per share $0.45 $0.17 $0.54 $1.10 $0.75 
Balance Sheet 
Total Assets $264,347,976 $243,990,817 $207,010,059 $191,709,440  $196,515,873 
Rental Apartments 49,235,676 30,041,205 27,265,362 29,029,723 66,144,013 
Hotel 81,658,063 82,254,054 83,169,263 83,393,224 93,879,719 
Properties held for and | 
under development 116,510,473 101,746,819 63,882,867 46,812,409 16,061,005 
Fixed rate debt — 132,986,436 107,573,268 103,311,451 38,816,178 89,617,672 
Floating rate debt 61,861,748 64,344,864 30,993,197 78,693,400 60,821,164 
Shareholder’s Equity i 
Book value $46,811 9,521 $42,794,840 $50,172,957 $46,065,247 $27,613,206 
Book value market price - $1.42 $1.28 $1.50 $1.37 $0.82 
Common share market price 
High $3.60 $3.20 $3.50 $5.00 $3.50 
Low $2.40 $2.75 $2.50 $2.75 $2.17 
Dividends paid ) $1,692,331 $3,395,137 0 $8,502,830 
Dividends paid per share 0 $0.05 $0.10 0 $0.25 
Operations 
Number of rental units 1,524 1,346 1,346 1,346 1,686 
Number of hotel rooms 557° 557 557 557 630 


SS SE 


The Company’s focus over the past year was on the expansion of its core 
business — rental apartments and hospitality. We increased our rental 
apartment portfolio by 178 units through the acquisition of properties in 
Vancouver and North Vancouver. We also commenced with construction of a 
two tower 430 unit rental apartment property in downtown Vancouver which 
is scheduled to open in October, 2002. Renovations are underway on the 
older properties and we are achieving higher than expected re-rental rates. 
Vacancy rates in urban markets are under 1% while in suburban markets the 
rates have dropped to 2.5%. 


The expansion of the Sheraton Vancouver Wall Centre property was 
completed in May, 2001. At 736 guestrooms and 45,000 square feet of 
meeting space, it is now the single largest hotel property in BC. We believe 
that this will give us a competitive advantage going forward as tourism growth 
in the province continues. Hotel revenues increased slightly for the year 
while operating margins remained stable. 


We remain active in the residential condominium market completing one 
project of 229 units and continuing with the construction of Wall Centre 
Phase II (74 units) and a 49 unit project in the Coal Harbour 
neighbourhood of Vancouver. Sales at Wall Centre are at 86% at an average 
price of $439 per square foot. 


The investment portfolio was substantially reduced and consists of our 
remaining interest in Iridium which filed for bankruptcy last year. In 
conjunction with the bondholders, we are actively pursuing recovery of our 
losses through litigation. 


Net income for the year was $4,548,390 or $0.14 per share. 
The Company acquired 659,555 shares through the issuer bid at an average 
price of $2.79 per share. Subsequent to year end, the Company acquired a 


further 170,900 shares at an average price of $2.92 per share. 


On April 20, 2001, the Company declared and paid a dividend of $0.10 per 
share. 


The Company shall continue to pursue development and acquisition 


opportunities for residential properties in prime locations throughout 
Greater Vancouver. 


Bruno Wall, President 


May 31, 2001 
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Wall Financial Corporation is a B.C. based publicly owned real estate 
company founded in 1969. 


Over 95% of the Company’s revenue is generated from assets which are 
situated in the Greater Vancouver area of British Columbia. The Company’s 
activities are concentrated as follows: development and management of 
residential rental units; development and construction of residential housing 
for re-sale; development and management of hotel properties and 
investments in marketable securities. 


2001 OPERATING RESULTS 


Gross revenue from rental and hotel operations increased by 5.9% or 
$2,386,316 while gross margins increased by $774,053 or 4.8%. Revenue 
from the sale of development properties decreased by $37,255,029 due to a 
reduction in completed inventory. 


Rental Apartments. Revenue increased by $2,112,152 due to acquisitions, 
increasing rental rates and reduced vacancy rates. On-going property 
upgrades and increased utility costs have increased our operating costs; gross 
margins, before interest and depreciation, increased by $949,022 or 13%. 


Hotels. Revenue increased by $274,164 while operating costs increased by 
$449,133 resulting in a reduction in gross margins of $174,969. With the 
expansion of the Sheraton Wall Centre, bookings for this year are strong and 
we expect this trend to continue. 


Pe ae Development properties. The Company recorded sales of 
1% $43,360,343; a decrease of $37,255,029 from the preceding 
year due to a reduction in completed inventory. Margins 
from sales were much lower at 2.46% vs. 12.15% in 2000. 
This decrease is disappointing and results primarily 
from lower than expected sales prices and slightly 
higher construction and sales costs. We expect 
comparable sales this year with a slight increase in 
margins. 


Investments. Investment activities resulted in a small 
profit of $102,314 vs. a loss of $19,157,555 in the 
preceding year. The Company’s investment portfolio has 
been reduced to $908,844. We are continuing to pursue 


Revenue Source _ litigation to recover the losses we incurred last year as a 


result of our investment in Iridium. The bondholders 
committee has recieved funding in excess of U.S. $40 million to pursue 
litigation which is scheduled to commence within the next 90 days. 


General and administration expenses increased slightly by $905,957 
reflecting an increase in executive compensation. The 100% incentive-based 
compensation policy for the corporate executives remains in place. Interest 
expenses remained stable and depreciation increased with the additional 
rental apartments. In the next year, both interest and depreciation expenses 
will increase significantly as the new hotel tower begins operations. 
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FIXED RATE DEBT 


We increased the amount of fixed rate debt by $25,413,168 primarily to finance the acquisition of rental 
units and to increase liquidity. 


The schedule of fixed rate debt illustrates our current refinancing requirements over the next five years. 
All fixed term debt obligations are in good standing and the security provided in respect of these debt 
obligations is typical of the industry. 


Schedule of Fixed’ Term Debt 


LUG Sl DOG IN sn cuden eae aa RS a ee a a a i parti A a AMOUNT 
DUNE NG a Sree 2, 2g Cone Bu agra: REY GPO Ea a 11,061,861 
CN) ene ere ee ee da Me SEA ONS OR. incase sf ouc. Se Rests Yen kne joie torn 4,365,123 
SANE SI 8] se co A Sok Or ie ae CE vee oe ear so oe 57,043,707 
2W0D Te eg ney oee eee ce See aS ON ee 12,067,589 
PAU SEE ERA eee nae ee 14,107,188 
ipnereatterr ns eee i eee ees Pe err are 34,340,968 
ANB Sets See i, ull es asin Waa ge DL eae sree RR cra 132,986,436 


7.69% weighted average interest rate 


FLOATING DEBT RATE 


Floating rate debt consists of two components: 


1. Bank lines of credit or demand loans secured by revenue producing properties. As of January 31, 2001, 
the Company has $15,801,276 available in its credit facilities. Most of the Company’s bank lines of 
credit have been in place for many years. Interest rates are based on prime lending rates, Banker 
Acceptance rates and LIBOR Loans. Debt is managed by fixing rates for periods of up to a year 
through interest rate swaps. 


2. Committed term construction loans which are available on a progress draw basis. These loans are 
secured by properties under development and interest rates are prime based or Banker Acceptance 
rates. 


All floating rate debt obligations are in good standing. 


The Company maintains excellent relations with six Canadian banks. 


Fixed vs. Floating Debt 
in thousands of dollars 
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ASSET REVIEW 


Over the past year, the Company’s portfolio of rental apartments increased by 178 units at a cost of 
approximately $19,569,898. The hotel portfolio remained stable while properties held for development 
increased by $14,763,654. 
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Rental 


; ae The inventory of rental apartments increased by 178 units to a total of 1,524. The 

em Apartments increase was entirely due to acquisitions of properties in Greater Vancouver. Two 

peveloument = of the older properties acquired are undergoing extensive renovations and we are 

“ in the midst of re-renting the units at higher rents. Vacancy rates in urban 
markets are at or below 1% while in suburban markets they are averaging 2.5%. 
Rental rates are increasing although we are restricted by provincial legislation. 

We are looking to acquire additional existing rental properties and have commenced 


with construction of a 430 unit hi-rise rental tower in downtown Vancouver. 


Portfolio of Revenue Producing Properties (as of January 31, 2001) 


Residential Rental Properties Year Built No. of Units Percentage of 

or Acquired Ownership 
Amber Lodge, 1045 West 14th Avenue, 1972 50 100 
Vancouver, B.C. 
Ambleside Tower, 1552 Esquimalt Avenue, 1970 185 100 
West Vancouver, B.C. 
Beaconhill, 125 West Keith Road, 1969 98 100 
North Vancouver, B.C. = 
Blenheim Terrace, 3333 West 4th Avenue, 2000 25 (50) 50 
Vancouver, B.C. 
David’s Court, 3300 Oak Street, 2000 ~ 50 100 
Vancouver, B.C. 
Greenwood Gardens, 14831 — 104th Avenue, 1972 183 100 
Surrey, B.C. 
Jody Apartments, 941 West 13th Avenue, 2001 38 100 
Vancouver, B.C. 
Maple Place, 10611 — 10675 150th Street, 1973 250 100 
Surrey, B.C. 
Pacific Park, 9450 — 9480 128th Street, 1974 288 100 
Surrey, B.C. 
Seafair, 3851 Francis Road, 1969 78 100 
Richmond, B.C. 
Shannon Mews, 7131 Granville Street, 1976 161 100 
Vancouver, B.C. 
Vista Del Mar, 145 West Keith Road, 1967 83 (119) 70 
North Vancouver, B.C. ; ; 
Yorkshire, 2336 York Avenue, 1970 35 100 
Vancouver, B.C. 

1,524 

Hotel Properties 
Sheraton Wall Centre Hotel, 1994 428 100 
1088 Burrard Street, Vancouver, B.C. 
Vancouver Airport Comfort Inn, 1197 129 100 


3031 No. 3 Road, Richmond, B.C. 


HOTELS 


The total number of hotel rooms at January 31 remained unchanged at 557. In May 2001, we opened 
Phase II of Wall Centre adding 308 rooms to this downtown property. With a total of 736 rooms and 
45,000 square feet of meeting space, this is the largest hotel in BC and is ideally positioned to capture 
corporate, association and group business. 


Rezoning of the Vancouver Airport Comfort Inn has been finalized which authorizes us to build an 
additional 400 rooms when market conditions improve. 


PROPERTY HELD FOR AND UNDER DEVELOPMENT 


The increase in the investment in property held for and under development reflects the Company’s 
increased construction activity. 


We have three projects under development 


¢ Wall Centre Phase II: A 48 storey, hi-rise consisting of 308 guestrooms, 30,000 square feet of meeting 
space, three floors of timeshare units and 74 condominium units. The hotel portion was completed in 
May 2001, the timeshare floors are scheduled for completion in June 2001, and the residential floors 
will complete in August. 


Residential presales are at 86% with an average price per square foot of $439. Three floors (28-30) 
were pre-sold to a timeshare operator. 


¢ Metropolitan Towers at Seymour and Nelson Streets in downtown Vancouver: Construction of this 430 
residential unit project has commenced with completion scheduled for October, 2002. 


* Dockside: A 49 unit residential condominium project in the Coal Harbour neighbourhood of 
Vancouver. We are developing this project with a joint venture partner. Pre-sales are at 30% and 
completion is scheduled for December, 2001. 


Two potential development properties are located in Abbotsford, one hour east of Vancouver, both zoned 


for woodframe condominiums. Due to weak market conditions, a construction commencement date has 
not been determined. 


INVESTMENTS 


The Company’s portfolio of investments has been significantly reduced and we have no intention of 
increasing our portfolio at this time. 
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DIVIDENDS 


The Company did not pay any dividends in the past fiscal year; subsequent to year end, the Company paid 
a dividend of $0.10 per share on April 20, 2001. 


RISK MANAGEMENT 


In the normal course of its business, the Company is exposed to various risks which may affect its 
performance. These risks and the company’s actions are summarized below. 


In its operation of residential revenue producing properties, the company’s primary risks are reduced 
revenue growth in the event of increased vacancy rates, the inability to increase rental rates due to 
oversupply, restrictive government legislation and the failure to maintain the properties at a competitive 
level. 


The Company minimizes these risks by insisting on a high standard of maintenance and invests only in 
those locations highly desired by tenants. Vacancy rates in Vancouver have remained at or below 2% 
while rates in the suburban markets are 2.5-4%. To keep properties competitive, management is 
continuing with capital improvements at those properties where the greatest benefit in terms of increased 
rents may be achieved. 


In its hotel operations, the Company is exposed to a variety of risks such as changes in market conditions, 
an increase in supply of hotel rooms, currency rate fluctuations and changes in the labour market. These 
risks are managed by securing long-term relationships with clients, developing and enhancing our 
relationships with international hotel chains and their reservation systems and ensuring that we have a 
strong and open relationship with our staff. 


The Company manages the risk associated with development activities by only acquiring land which is 
zoned for its intended use or where the required re-zoning is contemplated and encouraged by the 
governing authorities. Inventories of unsold units are kept at an absolute minimum and pre-sale 
programs are undertaken where feasible. 


FINANCIAL RISK 


The Company enjoys excellent relations with the major Canadian chartered banks and numerous fixed 
term lenders. With a solid base of income producing properties, the Company’s credit facilities have been 
maintained and in some cases enhanced. 


Over the next fiscal year, the Company’s credit requirements consist of the following: 


¢ Capital improvements to selected revenue producing properties. Improvements will be funded from 
cashflow. 


¢ Re-financing term debt as it matures per the enclosed schedule. Given the current interest rates and 
the stable cashflow from rental apartments, management does not anticipate any difficulty in 
re-financing term debt. 


¢ Construction financing for condominium developments. All projects under construction or 
contemplated for construction within the next six months are financed at 75% to 85% of cost. It is 
management’s policy not to proceed with new construction or land purchases if financing commitments 
are not in place. 


¢ Construction financing for hotel development. The market for hotel construction and term financing 
remains thin and generally expensive. Management has successfully secured term financing for the 
existing Sheraton Wall Centre and the 308 room addition. The Company does not plan to commence 
with construction of the Richmond hotel property this year. 


e Financing investment activities. All financing is secured prior to undertaking investment activities. 
Equity investments are generally 50% financed while bonds and bond derivatives are financed up to 75%. 
The Company enjoys strong relationships with both Canadian and U.S. financiers for these activities. 


It is management’s objective to reduce floating rate interest costs through the use of Banker Acceptance rates 
and LIBOR loans. LIBOR loans are issued only in U.S. dollars which exposes the Company to foreign 
exchange risk. In a circumstance where the Canadian dollar has dropped in value, the increased cost of the 
debt creates a potential liability for the Company which is recognized in the financial statements as a loss. 
Conversely, if the Canadian dollar increases in value, the gain is recognized as a profit. 


OUTLOOK FOR OPERATING CONDITIONS 


The rental apartment market remains stable with forecast increases in revenue and values in both urban 
and suburban areas. With current low interest rates and sound management, these properties will 
continue to produce cashflow which may be used for investment and development opportunities. 


We remain positive on the outlook for the hotel industry in Vancouver and believe that there are 
opportunities for growth. With the expansion of Wall Centre as the largest single hotel in B.C., we are 
ideally positioned to take advantage of the growth in tourism and travel in B.C. and Canada. 
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DOLL 


We have audited the consolidated balance sheets of Wall Financial 
Corporation as at January 31, 2001 and 2000 and the consolidated statements 
of operations and retained earnings and cash flows for the years then ended. 
These financial statements are the responsibility of the Company's 
management. Our responsibility is to express an opinion on these financial 
statements based on our audits. 

We conducted our audits in accordance with Canadian generally accepted 
auditing standards. Those standards require that we plan and perform an 
audit to obtain reasonable assurance whether the financial statements are 
free of material misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements. 
An audit also includes assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall 
financial statement presentation. 

In our opinion, these consolidated financial statements present fairly, in all 
material respects, the financial position of the Company as at January 31, 
2001 and 2000 and the results of its operations and its cash flows for the years 
then ended in accordance with Canadian generally accepted accounting 
principles. As required by the Company Act (British Columbia), we report 
that, in our opinion, these principles have been applied, except for the 
change in the method of accounting for income taxes as described in note 
2(j) to the financial statements, on a basis consistent with that of the 
preceding year. ss 


KFYV| Pha 


Chartered Accountants 


Vancouver, Canada 
April 20, 2001 
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January 31, 2001 and 2000 


Assets 


Properties (note 3): 
Revenue-producing properties: 
Rental 
Hotel 


Held for and under development 


2001 2000 


$ 49,235,676 $ 30,041,205 


Investments (note 4) 

Amounts receivable (note 13(a)) 
Taxes recoverable 

Other assets (note 5) 


Cash and cash equivalents 


Liabilities and Shareholders’ Equity 


Debt on properties (note 6): 
Bank indebtedness 


Mortgages on revenue-producing properties 


Accounts payable and accrued liabilities 


Future income taxes (note 12) 


Deferred income taxes 


Non-controlling interest held by officers (note 7) 


Shareholders’ equity: 
Share capital (note 8) 


Retained earnings 


Subsequent event (note16) 


Commitments and contingencies (note 11) 


See accompanying notes to consolidated financial statements. 


Approved on behalf of the Board: 


a Director 


81,658,063 82,254,054 
130,893,739 112,295,259 
116,510,473 101,746,819 
247,404,212 214,042,078 

908,844 6,714,943 
4,103,428 4,005,326 
6,849,273 3,075,968 
2,360,461 1,992,952 
2,721,758 14,159,550 


$ 264,347,976 $ 243,990,817 


$ 61,861,748 $ 64,344,864 


132,986,436 107,573,268 
194,848,184 171,918,132 
6,465,171 10,993,513 
15,489,257 - 
- 14,305,897 

725,843 3,978,435 
217,528,455 201,195,977 
2,843,193 2,734,680 
43,976,328 40,060,160 
46,819,521 42,794,840 


$ 264,347,976 $ 243,990,817 


nee 


Director 


Consolidated Statemenus. of Income and Retained Carnings 


Years ended January 31, 2001 and 2000 


2001 2000 
Revenue $ 86,219,587 $ 121,105,950 
Cost of sales and operating expenses __ 68,377,681 93,722,792 
17,841,906 27,383,158 
Other income (losses): r 
Investment income (loss) 102,314 @9nI57555) 
Gain on sale of revenue-producing properties 195,478 273,714 
Loss on foreign currency translation i (198,091) (324,989) 
159,701 (19,208,830) 
18,001,607 8,174,328 
Expenses: 
General and administration 2,781,189 1,875,232 
Interest (note 6(d)) L251 372 7,368,146 
Depreciation and amortization 2,001,181 1,834,452 
Capital taxes 451,158 662,633 
12,484,900 11,740,463 
Income (loss) from operations before income 
taxes and non-controlling interest 5,516,707 (3,566,135) 
Income taxes (recovery) (note 12): 
Current _ (464,957) (3,476,830) 
Future 1,284,360 = 
Deferred = 2 OMEenS 
819,403 (505,617) 
Income (loss) from continuing operations before 
non-controlling interest 4,697,304 (3,060,518) 
Non-controlling interest (148,914) (2,279,285) 
Net income (loss) 4,548,390 (5,339,803) 
Retained earnings, beginning of year 40,060,160 47,434,361 
Adjustment to reflect change in accounting for income taxes (note 2(j)) 1,142,000 = 
Adjustment for shares repurchased (note 8) (1,774,222) (342,067) 
Dividends - (1,692,331) 
Retained earnings, end of year ; $ 43,976,328 $ 40,060,160 
Net income per share $ 0.14 $ (0.16) 


Per share information (note 9) 


See accompanying notes to consolidated financial statements. 


Consolidated Statenents of Gash Slows: 


Years ended January 31, 2001 and 2000 


2001 2000 
Cash provided by (used in): 
Operations: 
Net income (loss) $ 4,548,390 (5,339,803) 
Items not involving cash: 
Depreciation and amortization 2,001,181 1,834,452 
Future income taxes 1,284,360 = 
Deferred income taxes _~ PCT (NS 
Gain on sale of revenue-producing properties (195,478) (273,714) 
Loss on foreign currency translation 138,091 324,989 
Non-controlling interest 148,914 2,219,285 
Funds from operations 7,925,458 ~ 1,796,422 
Changes in non-cash operating working capital (note 10) (7,101,861) (4,495,116) 
Recovery of costs through real estate sales 42,298,752 69,417,122 
Additions to properties held for and under development (57,062,406) (60,735,441) 
Increase (decrease) in accounts payable and accrued 
liabilities for properties under development (2,278,390) 4,001,326 
(16,218,447) 9,984,313 
Investments: 
Additions to properties (20,469,043) (5,106,909) 
Investments 5,668,008 12,992,317 
Additions to furniture, fixtures and equipment 
and other assets (498,127) (471,359) 
Proceeds on sale of revenue-producing properties _ 1,548,426 
(15,299,162) 8,962,475 
Financing: 
Proceeds from mortgages on revenue-producing properties 30,419,915 6,900,000 
Repayment of mortgages on revenue-producing properties (5,006,747) (46,590,931) 
Increase (decrease) in bank indebtedness (2,483,116) 33,351,667 
Payments received on share purchase plan 171,500 7,750 
Shares repurchased (1,837,209) (353,733) 
Contributions by non-controlling interest 547,500 1,350,000 
Payments to non-controlling interest (1,732,026) (2,570,468) 
Dividends = (1,692,331) 
20,079,817 (9,598,046) © 
Increase (decrease) in cash and cash equivalents (11,437,792) 9,348,742 
Cash and cash equivalents, beginning of year 14,159,550 4,800,808 
Cash and cash equivalents, end of year $ 2,721,758 14,159,550 


Supplementary information (note 10) 


See accompanying notes to consolidated financial statements. 


Notes to. Consotidated Financial Stateneus. 


Years ended January 31, 2001 and 2000 


1. Operations: 


The Company is incorporated under the Company Act of British Columbia. Its principal business activities 
include hotel operations, real estate development, and real estate investments. 


2. Significant accounting policies: 
(a) General: 


The Company's accounting policies and its standards of financial disclosure are in accordance with the 
recommendations of the Canadian Institute of Chartered Accountants and are substantially in accordance 
with the recommendations of the Canadian Institute of Public and Private Real Estate Companies. 


(b) Consolidation: 
The consolidated financial statements include the accounts of the Company and its subsidiaries. 
(c) Properties: 
(i) Revenue-producing properties: 
Revenue-producing properties are stated at the lower of cost less depreciation, and net recoverable 


amount. Depreciation is provided over the estimated useful lives of each asset category at the following 
annual rates: 


Asset Basis Rate 
Rental buildings 5% sinking fund 30 or 35 years 
Hotel buildings 5% sinking fund 40 years 


(ii) Held for and under development: 


The Company capitalizes acquisition and direct development costs for property held for and under 
development and for revenue-producing properties. In addition, the following are capitalized: 


- Direct carrying costs, such as interest and property taxes, as well as incidental revenues and 
expenditures, to property held for resale or development. 

- Aportion of the interest on general and specific borrowings to properties held for and under 
development until the development is complete; and 

- Operating results of revenue-producing properties until 80% occupancy is obtained. 
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Notes: CO CF onsotidalted Financia Statements. 


Years ended January 31, 2001 and 2000 


2. Significant accounting policies (continued): 


(c) 


(d) 


o 


Properties (continued): 
(ii) Held for and under development (continued): 


Where the estimated net realizable value of a property held for and under development does not exceed 
its book value, the property is recorded at the net realizable value and interest and carrying costs are 
charged to current operations. 


Investments: 


Investments in which the Company is able to exercise significant influence are accounted for by the equity 
method and, accordingly, include the Company's share of undistributed earnings net of losses since 
acquisition. Portfolio investments are recorded at cost and dividends are included in income. Marketable 
securities are recorded at the lower of cost and market. 


Futures contracts and options: 


The Company, in the normal course of business, trades in a variety of options, futures, and other investment 
contracts for the purpose of earning investment income., Any gains are recognized when realized and losses 
are recognized in income currently. 


(f) Furniture, fixtures and equipment: 


Furniture, fixtures and equipment are recorded at cost and depreciated using the straight-line method at 
rates ranging from 15% to 50%, except for leasehold improvements, which are amortized using the 
straight-line method over 5 to 10 years. 

Revenue recognition: 

Revenue from the sale of properties is recognized when all material conditions of the sale have been 
fulfilled, title to the completed unit is conveyed to the purchaser and the purchaser becomes entitled to 
occupancy. 

Foreign currency translation: 

All of the Company's foreign activities are fully integrated and are translated using the temporal method. 
Monetary assets and liabilities are translated at the year-end exchange rate, non-monetary items are 
translated at historical rates and revenues and expenses are translated at the average rate for the year. 
Gains or losses from exchange transactions are included in the statement of income or are capitalized during 
the construction period in the case of foreign currency denominated debt used to finance construction. 
Deferred financing costs: 


Fees and costs relating to the negotiation of borrowings are deferred and amortized on a straight-line basis 
over the term of the related debt. 


Notes to Consolidated Financial Statements 


Years ended January 31, 2001 and 2000 


2.Significant accounting policies (continued): 
(j) Income taxes: 


During the year, the Company adopted the provisions of the CICA Handbook, Income Taxes ("Section 3465") 
and has reported the cumulative effect of that change in the method of accounting for income taxes in the 
consolidated statement of operations and retained earnings. Section 3465 requires a change from the 
deferral method of accounting for income taxes to the asset and liability method of accounting for income 
taxes. 


Under the asset and liability method of Section 3465, future tax assets and liabilities are recognized for the 
future tax consequences attributable to differences between financial statement carrying amounts of existing 
assets and liabilities and their respective tax bases. Future tax assets and liabilities are measured using 
enacted or substantively enacted tax rates expected to apply to taxable income in the years in which those 
temporary differences are expected to be recovered or settled. Under Section 3465, the effect on future tax 
assets and liabilities of a change in tax rates is recognized in income in the period that includes the 
enactment date. 


The effect of this change in accounting for income taxes of $1,142,000 is determined as of February 1, 2000 
and is reported separately in the consolidated statement of operations and retained earnings as a restatement 
of the opening balance of retained earnings for the year ended January 31, 2001. Prior years’ financial 
statements have not been restated to apply the provisions of Section 3465. 


Pursuant to the deferral method, which was applied in prior years, deferred income taxes are recognized for 
income and expense items that are reported in different years for financial reporting purposes and income tax 
purposes using the tax rate applicable for the year of the calculation. Under this method, deferred taxes are 
not adjusted for subsequent changes in tax rates. 


(k) Use of estimates: 


Financial statements prepared in conformity with Canadian generally accepted accounting principles require 
management to make estimates and assumptions which can effect the reported balances. In determining 
estimates of net recoverable amounts and net realizable values for properties, investments, amounts 
receivable and other assets, the Company relies on assumptions regarding applicable industry performance 
and prospects, as well as general business and economic conditions that prevail and are expected to prevail. 
Assumptions underlying asset valuations are limited by the availability of reliable comparable data and the 
uncertainty of predictions concerning future events. 


By nature, asset valuations are subjective and do not necessarily result in precise determinations. Should the 
underlying assumptions change, the estimated net recoverable amounts and net realizable values may 
change by a material amount. 


(!) Statements of cash flows: 


The Company uses the indirect method of reporting cash flows, under which the net cash flow from operating 
activities is reported by adjusting net earnings for the effects of non-cash items and net changes in non-cash 
working capital balances. 


(m) Cash and cash equivalents: 


Cash and cash equivalents consists of cash on hand, cash held at banks, bank overdrafts and term deposits 
maturing within ninety days when acquired. 


(n) Per share: 


Basic per share amounts have been calculated based on the weighted average number of shares outstanding 
which are set out in note 9. 


Fully diluted per share amounts have not been presented as the effect of outstanding options is not materially 
dilutive. 


oO 
~~ 


Comparative information: 


Certain comparative figures have been reclassified to conform with the current year’s presentation. 
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3. Properties: 


2001 2000 
Revenue-producing: 
Rental: 
Land and building less accumulated depreciation 
of $9,846,733 (2000 - $9,337,455) $ 49,235,676 $ 30,041,205 
Hotel: 
Land and building less accumulated depreciation 
of $3,506,218 (2000 - $2,910,334) 77,374,825 78,001,741 
Furniture, fixtures and equipment less accumulated 
depreciation of $8,633,526 (2000 - $7,875,555) 4,283,238 4,252,313 
130,893,739 112,295,259 
Held for and under development: 
Land held for development 3,229,894 14,873,606 
Housing inventory for resale 4,326,765 3,220,081 
Properties under development 108,953,814 83,653,132 
116,510,473 101,746,819 


$ 247,404,212 $ 214,042,078 


During the year, the following costs were capitalized to properties held for and under development. 


2001 2000 
Property taxes Se) 1,136,506 $ 770,698 
Interest 6,295,395 4,731,659 

4. Investments: 

2001 2000 
Marketable securities $ 127,394 $ 70,839 
Portfolio investments 637,032 — 
Investments accounted for by the equity method 144,418 201,055 
Security on interest rate swaps (note 11(a)) = 6,443,049 


$ 908,844 _ _$ 6,714,943 


70° 
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4. Investments (continued): 


The security on interest rate swaps is denominated in United States dollars of $nil (2000 - U.S. $4,132,112). 


5. Other assets: 


2001 2000 
Deposits and prepaids $7 “1,377,746 $ 1,016,281 
Deferred financing costs 508,189 369,684 
Inventory 231,268 293,138 
Furniture, fixtures and equipment, less accumulated 
depreciation of $1,280,883 (2000 - $1,154,371) 243,258 313,849 
$ 2,360,461 $ 1,992,952 
6. Debt on properties: 
Weighted 
average 
interest rate 2001 2000 
Bank indebtedness: 
Held for and under development (a) 7.05% $ 38,063,024 $ 35,324,396 
General corporate debt (b) 6.91% 23,798,724 29,020,468 
61,861,748 64,344,864 
Mortgages on revenue-producing properties (c) 7.69% 132,986,436 107,573,268 


$ 194,848,184 


$ 171,918,132 
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6. Debt on properties (continued): 


(a) Bank indebtedness on properties held for and under development: 


At January 31, 2001, the Company has borrowed $38,063,024 (2000 - $35,324,396) on available 
construction financing facilities in the form of Canadian dollar prime rate loans, letters of credit, and bankers 
acceptances maturing at dates between February 12, 2001 and February 28, 2001. The maximum available 
funding under such facilities is $90,600,000 (2000 - $80,900,000). Of the amount borrowed at January 31, 
2001, $6,000,000 bears interest at a fixed rate of 7.19% per annum and the balance bears interest at prime 
rate plus 0.375% to 0.625% per annum. The credit facilities are secured by first mortgages and assignment 
of rents on the related properties. 


General corporate debt: 


At January 31, 2001, the Company’s borrowings of $23,798,724 (2000 - $29,020,468) are made available by 
way of lines of credit to a maximum amount of $39,600,000 (2000 - $45,000,000). Of the amount borrowed 
at January 31, 2001, $8,721,341 bears interest at a fixed rate of 7.75% per annum and the balance bears 
interest at prime rates plus 0.5%. The debt is secured by fixed and floating demand debentures, second 
mortgages and assignment of rents on certain revenue-producing properties. Included in these amounts are 
demand loans of U.S. $50,000 (2000 -U.S. $3,900,000). 


Mortgages on revenue-producing properties: 


Mortgages on revenue-producing properties of $1,932,500 bear interest at floating rates at prime plus 0.25% 
to 0.625% per annum and the balance bears interest at fixed rates. Principal installments payable within the 
next five years are as follows: 


2002 $ 11,061,861 
2003 4,365,123 
2004 57,043,707 
2005 12,067,589 
2006 14,107,188 
Thereafter 34,340,968 


$ 132,986,436 


During 1999, the Company entered into a swap agreement to fix the interest rate on $27,500,000 of outstanding 
mortgages to 6.74% per annum. This agreement expires in fiscal 2004. 


hai 
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6. Debt on properties (continued): 


(d) Interest expense: 


2001 2000 
Interest on: 
Bank indebtedness $ 8,764,707 $ 8,312,344 
Mortgages on revenue-producing properties / 4,782,060 3,787,461 
13,546,767 12,099,805 
Interest capitalized __ (6,295,395) (4,731,659) 
$ 7,251,372 $ 7,368,146 


7. Non-controlling interest held by officers: 


The Company has entered into co-owners’ agreements with Wall Equity Corporation ("Wall Equity"), a company 
owned by two officers of the Company, with respect to certain properties under development. Wall Equity has 
provided up to 25% of the equity to finance such properties and owns a similar percentage interest therein. 


8. Share capital: 
Authorized: 
54,000,000 common shares without par value 


Issued and outstanding: 


2001 2000 
Shares Amount Shares Amount 
Outstanding, beginning of year 33,747,420 $3,224,330 33,869,520 $3,235,996 
Shares acquired during the year 
through normal course issuer bids _ (659,555) (62,987) (122,100) (11,666) 
33,087,865 3,161,343 33,747,420 3,224,330 
Amounts receivable under share 
purchase plan (210,000) (318,150) (310,000) (489,650) 


32,877,865 $2,843,193 33,437,420 $2,734,680 
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8. Share capital (continued): 


(a) In May 2000, the Company obtained regulatory approval to make a normal course issuer bid which allowed 


— 


the Company to purchase up to 1,687,371 of its issued and outstanding common shares. The normal 
course issuer bid commenced on June 12, 2000 and will end on May 31, 2001. In January 1999, the 
Company obtained approval to make a previous normal course issuer bid. To January 31, 2001, 659,555 
(2000 — 122,100) shares were repurchased under the issuer bid at an average price of $2.79 (2000 - $2.86) 
per share. All shares purchased by the Company during the current year were cancelled. An amount of 
$1,774,222 (2000 - $342,067), representing the excess of the consideration paid over the carrying value of 
the shares acquired, has been charged to retained earnings. 


During the year ended January 31, 1992, the Company instituted a plan to enable certain employees to 
purchase shares in the Company at varying prices as determined by the Compensation Committee. 
Non-interest bearing !oans are provided to these employees and are not repayable for ten years, except in 
the case of termination or death of the employee. The amounts receivable under the share purchase plan 
were reduced in fiscal 2001 by the payment of $171,500 (2000 - $7,750). 


9. Per share information: 


2001 2000 
Weighted average number of common shares outstanding 33,265,843 33,491,346 
Net income (loss) $ 0.14 $(0.16) 


Funds from operations $ 0.24 $ 0.05 
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10. Supplementary cash flow information: 


Supplemental disclosures related to the statements of cash flows consist of the following: 


2001 2000 
Amounts receivable $ (2,315,082) $ 2,457,920 
Taxes recoverable (2782305) (3,075,968) 
Accounts payable and accrued liabilities (2,054,474) (2,238,915) 
Investment liability account = (1,638,153) 


$ (7,101,861) $ (4,495,116) 


Supplemental information: 


Interest paid $ 13,602,595 $ 13,996,124 
Taxes paid - 1,149,556 


11. Commitments and contingencies: 


(a) Swap contracts: 


At year end, the Company had future obligations under interest rate swap contracts in respect of 
referenced bonds in the total amount of U.S. $nil (2000 - U.S. $11,500,000). 


(b) On October 3, 1996 and June 30, 1997, the Company entered into 20 year hotel franchise agreements in 


respect of its two hotel properties. Fees paid are calculated based on monthly gross hotel revenues and 
paid monthly. 


(c) Estimated costs to complete properties under development: 


At January 31, 2001, the estimated costs to complete properties currently under development is 
$63,900,000. 
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11. Commitments and contingencies (continued): 
(d) Operating leases: 


The Company rents property under long-term operating leases. The aggregate annual rent payable on 
these leases is as follows: 


2002 $ 1,232,692 
2003 893,247 
2004 906,807 
2005 515,627 
2006 260,000 
Thereafter . 2,250,000 


(e) Letters of credit: 


The Company has outstanding letters of credit at January 31, 2001 of $869,000. 


12. Income taxes: 


(a) Income tax expense (recovery) differs from the amount that would be computed by applying the federal 
and provincial statutory income tax rates of 45.6% (2000 — 45.6%) to income (loss) before income taxes 
and non-controlling interest. The reason for the differences are as follows: 


2001 2000 
Computed tax expense (recovery) SEC OND OS $ (1,626,158) 
Increase (decrease) resulting from: 
Large corporations tax 427,900 455,000 
Non- controlling interest portion (67,904) (1,039,354) 
Losses not recognized 150,868 1,792,000 
Rate change (2,250,000) = 
Other 42,921 (478,105) 
Rate difference on foreign source income — 446,000 
Non-taxable portion of capital gains a (55,000) 


$ 819,403 $ (505,617) 


Ad 
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12. Income taxes (continued): 
(6) The tax effects of temporary differences that give rise to significant portions of the future tax assets and 
future tax liabilities at January 31, 2001 are presented below: 


Future tax assets: 


Non-capital loss carry forwards $ 1,317,000 
Working capital 150,000 
Total gross future tax assets / 1,467,000 
Valuation allowance (1,317,000) 
Net future tax assets 150,000 


Future tax liabilities: 


Properties 15,639,257 
Total gross future tax liabilities 15,639,257 
Net future tax liabilities $ 15,489,257 


13. Related party transactions: 


(a) In fiscal 1998, the Company sold 31 stratified units in one of its rental properties to certain directors, 
companies controlled by directors and an immediate family member of a significant shareholder on similar 
terms as sales to unrelated parties. The Company received net proceeds of approximately $5,800,000. 
The Company leased back 29 of the stratified units sold in one of its rental properties from certain directors 
and companies controlled by directors. The aggregate rental payments for the next four years are included 
in operating lease commitments (note 11 (d)). Total lease payments for the year were $408,000 
(2000 - $432,000). There are 27 stratified units remaining at January 31, 2001. 


(b) During fiscal 2001, the Company acquired an additional interest in two revenue producing properties from 
certain directors or companies controlled by directors for gross proceeds of $6,685,000. 


(c) Consulting fees of approximately $910,000 were expended in fiscal 2000 to a company controlled by a 
director of the Company in connection with one of the properties under development. 


(d) During fiscal 2001, management fees and other services totalling $154,438 (2000 - $155,228) were 
charged to companies controlled by directors. 
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14. Financial instruments: 


(a) The Company has the following financial instruments: amounts receivable, taxes recoverable, marketable 
securities, debt on properties, accounts payable and accrued liabilities, taxes payable and interest rate 
swap contracts. The carrying values of amounts receivable, taxes recoverable, accounts payable and 
accrued liabilities, approximate their fair values due to the short-term nature of these financial assets and 
liabilities. The market value of the marketable securities approximates cost as disclosed in note 1(d). The 
Company's market position relating to interest rate swap contracts is disclosed in note 6(c). Other financial 
instruments of a longer term nature are impacted by changes in market yields which can result in 
differences between their carrying value and their market value. Management estimates that these 
differences are not material to the financial statements. 


(b) Interest rate and credit risks: 


The Company has entered into an interest rate swap contract as disclosed in note 6(c) which is subject to 
changes in interest rates. In addition, the Company has debt on properties outstanding which bears 
interest at floating rates as disclosed in note 6. Fluctuations in the prevailing interest rate will impact 
interest expense in the future. 


15. Segment disclosures: 


2001 2000 
Revenue: 
Revenue-producing properties: 

Rental $ 14,883,962 $ 12,771,810 
Hotel 27,938,203 27,664,039 
42,822,165 40,435,849 
Sale of real estate 43,360,343 80,615,372 
Other 37,079 224,997 
86,219,587 121,276,218 

Elimination of intersegment transactions = (170,267) 


$ 86,219,587 $ 121 1O5:95i 
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15. Segment disclosures (continued): 


2001 2000 

Income from operations before income taxes: 

Revenue-producing properties: 

Rental $ 2,825,730 $ 3,049,690 
Hotel ) SOS 4,223,888 
; 6,733,291 7,273,578 
Sale of real estate 452,650 11,360,650 
Other (1,864,712) (22,474,077) 
Gain on sale of revenue-producing properties 195,478 273,714 


$. _ 5,516,707. $ (3,566, 135) 


2001 2000 
Identifiable assets: 
Properties: 
Rental $ > 50)1128;232 $ 30,558,334 
Hotel 126,122,296 108,881,659 
Sale of real estate 71,615,778 88,568,066 
247,866,306 228,008,059 
Other 16,669,078 16,200,892 
264,535,384 244,208,951 
Elimination of intersegment balances (187,408) (218,134) 


$ 264,347,976 $ 243,990,817 


2001 2000 
Depreciation and amortization expense: 

Revenue-producing properties: 
Rental $ 514,783 $ 347,798 
Hotel 1,359,818 1,370,071 
1,874,601 1,717,869 
Other 126,580 116,583 
$ 2,001,181 $ 1,834,452 


16. Subsequent event: 


On March 19, 2001, the Board of Directors approved a dividend of $0.10 per common share for each common 
share held on April 2, 2001, to be payable on April 20, 2001. 


Corporate Information 


Directors 
Clare Baldwin 
Jim Kaufman 
a Robert Lee 
John Redekop 
Terry Sumner 
Peter Ufford 
Bruno Wall 
Charlotte Wall 
Jacob Wall 


Peter Wall 


Officers 


PETER WALL 
Chair of Board 


BRUNO WALL 
President 


DARCEE WISE 
Secretary 


JOHN REDEKOP 


Vice-President 


JIM KAUFMAN 
Vice-President 


Stock Exchange 


Wall Financial is listed on the 
Toronto Stock Exchange. Its 
symbol is WFC and the CUSIP 
number is 931902. 


Total shares issued and 
outstanding: 32,877,865 


Total number of shareholders: 239 


Transfer Agent 


Computershare Investor Services 
510 Burrard Street . 
Vancouver, British Columbia 
V6C 3B9 


Head Office 


Wall Financial Corporation 
1088 Burrard Street 


Vancouver, British Columbia, V6Z 2R9 


Telephone: (604) 893-7131 
Facsimile: (604) 893-7179 


Property Management 

Wall Financial Corporation 
#120-7565 132nd Street 

Surrey, British Columbia, VW 1K5 
Telephone: (604) 597-2700 
Facsimile: (604) 597-2760 


WALL FINANCIAL CORPORATION 


1088 Burrard Street, 5th Floor, Vancouver, British Columbia V6Z 2R9 
Tel: (604) 893-7131 ¢ Fax: (604) 893-7179 


